NEW ENGLAND INSURANCE TRUST
(NEIT)

December 21, 2010

Ms. Jennifer J. Johnson, Secretary

Board of Governors of the Federal Reserve System
20™ Street and Constitution Avenue, N.W.
Washington, D.C. 20551

Re: Proposed Rule — Revisions to Reg Z — Credit Protection Products
Docket No. R-1390

Dear Ms. Johnson:

We are writing on behalf of the Officers, Trustees and Member Institutions of the New England
Insurance Trust (NEIT) to oppose the changes to the Group Mortgage Life Insurance protection
disclosure rules referenced above. We believe that the disclosures are misleading and will harm
us and our borrowers.

Our Trust was formed in 1963 with the goal of providing member institutions and their
borrowers with an optional Group Mortgage Life Insurance plan from a highly rated insurer, that
was easy to qualify for and that was reasonably priced. Toward that end, we have maintained a
philosophy of offering our borrowers one of the lowest cost group mortgage life insurance
programs available in the marketplace while keeping economic and actuarial realities in
perspective. This guiding philosophy has served us, and our borrowers, well for more than 45
years.

The optional insurance programs we offer to borrowers help them pay off or greatly reduce the
amount owed on their mortgage loans at an important time of need. They provide a valuable
monetary benefit, as well as peace of mind that comes only from knowing that the borrower’s
family will be able to retain their home in the event of the death of the primary or secondary
wage earner. Coverage also helps protect borrowers’ credit ratings.

Our Group Mortgage Life programs are also a very beneficial for our financial institution
members. Having mortgage life insurance available for our mortgage borrowers provides extra
assurances that covered loans will be paid on time and decreases charge-offs and loan losses.
Perhaps if our programs had been available nationwide over the past 5 years America would
have had fewer borrowers defaulting on their mortgages. The product also provides us with a
valuable source of non-interest income, thereby further enhancing safety and soundness.
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In the nearly five decades that the Trust has operated, very few, if any, complaints have ever
been filed with New England State Insurance Departments regarding the cost, appropriateness, or
claims practices of the insurance protection we offer. Simply put, the proposed additional
disclosure requirements appear to be trying to fix a problem that patently does not exist.

Our financial institution members make sure (through on-line and in-person seminars) that each
of their lending officers are well versed in the features, benefits, and limitations associated with
the sponsored plans of the NEIT. When we offer the protection provided by Group Mortgage
Life Insurance to our borrowers, we do so in a responsible manner, designed to follow the law
and to fully inform the borrower about the product so that a borrower may make an informed
financial decision that meets their unique protection needs.

We have always provided disclosures to our borrowers, and do not object to providing new or
revised disclosures, as long as such disclosures are reasonable, factually accurate and do not
mislead the borrower. The disclosures as proposed, however, fall far short of meeting this
standard. By way of illustration, we direct you to the following proposed language:

1. “If you already have enough insurance or savings to pay off this loan if you die, you may not
need this product.”

A disclosure such as this is particularly misleading because it increases the likelihood that
borrowers will make decisions that leaves their loved ones insufficiently protected against
catastrophic loss. Purchase of Group Mortgage Life Insurance provides a valuable benefit to
mortgage borrowers — even to those who already have their own insurance — because they will
not have to deplete their existing coverage in order to continue to make their Mortgage
payments. For example, if the original reason for purchasing a life insurance policy was to assure
that funds are available to pay college expenses for the borrower’s children, the purchase of our
Group Mortgage Life Insurance protection will help assure that the proceeds of the individual
life policy remain untouched and available to fulfill their original intended purpose. Only by
securing life coverage sufficient to meet the borrower’s enduring financial obligations does a
borrower provide true security for his or her survivors in the event of the borrower’s death.

2. “Other types of insurance can give you similar benefits and are often less expensive.”

This statement implies, for example, that term life insurance products are similar to our Group
Mortgage Life Insurance products. But they are not similar. While both of these policies will
provide benefits upon the insured’s death, the comparison stops there.

For example, our Group Mortgage Life Insurance program has a very limited number of health
questions that must be answered to qualify. The only other eligibility requirement is that the
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borrower must be under age 70 at time of application. On a 30 year mortgage loan our carrier
will cover that borrower until the maturity of the loan (i.e., for a borrower just turning age 70 at
time of application, the coverage would remain in force to age 100). For a low monthly cost, the
mortgage borrower easily and conveniently obtains just enough life insurance to cover the
mortgage loan balance, even if he or she has some health issues and regardless of their
occupation, smoking status, or recreational interests.

On the other hand, to purchase term life insurance, borrowers typically must apply for a
minimum of $100,000, $200,000, or even $300,000 or more of life insurance. The application is
lengthy. It can be several pages long with over two dozen questions regarding the borrower’s
health and family history, and covering a broad array of health concerns and diseases, including
smoking, prescription drugs, cancer, diabetes, seizures, and depression. There are also questions
about the applicant’s finances, occupation, and recreational interests. Detailed responses are
required of all answers, and the consumer’s medical records are obtained and reviewed by the
insurer. In some cases, blood and urine samples are collected and analyzed. Even if the
applicant qualifies for coverage, the cost depends on the term of the policy, the insured’s age,
health, smoking status, and the amount of the policy benefit. After all of this, the out-of-pocket
cost of the term life policy may not be less than the monthly cost of our Group Mortgage Life
Insurance. For our borrowers who are older or not in excellent health, term life insurance can
actually cost more each month than our Group Mortgage Life Insurance coverage.

3. “You may not receive any benefits even if you buy this product.”

This statement is apparently an attempt to tell the borrower that there are eligibility requirements,
conditions and exclusions that could prevent the consumer from receiving benefits under the
policy. This is not, however, what the language conveys. The language could lead consumers to
mistakenly conclude that, if a cash benefit is not paid, then buying the product was a waste of
money. This is absurd, however, since consumers buy insurance policies all the time while
hoping that the covered event never occurs. Just because the borrower did not die during the
term of the loan does not mean that purchasing our Group Mortgage Life Insurance was a bad
purchase.

This statement is also very alarmist. It makes it sound like buying Group Mortgage Life
Insurance is a rip-off. On the contrary, according to Minnesota Life, one of our insurance
program underwriters, they deny less than 2% of mortgage life claims due to eligibility
restrictions and/or a determination that the consumer was never eligible for coverage in the first
place. There is simply no need to alarm all of our borrowers or mislead them into thinking that
they will not receive benefits under the program.
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OTHER OBJECTIONS TO THE PROPOSED RULES
Besides the content of the disclosures, we have four objections to the proposal generally:

The Board is overreaching. The Board states that it has authority to expand the disclosures.
According to the Board, it is relying on the “voluntariness” standard cited in the commentary to
Reg Z. In other words, in order to exclude premiums and fees from the APR, the product must
be “voluntary”. The Board argues that the product is not voluntary if, for example, the consumer
enrolls in protection that he never qualified for; or if the consumer does not know that there are
"less expensive" alternatives; or if he does not know that there are eligibility requirements at
claim time. Therefore, the Board argues, it can expand the disclosure requirements to avoid
these scenarios.

We agree with Minnesota Life Insurance Company (our carrier) and would argue that the Board
should revisit the language of the statute. The statute does not use the word, “voluntary”. It
states that the coverage must not be a factor in the approval by the creditor of the extension of
credit. Whether a borrower is eligible for coverage at enrollment or at claim time, or whether
there are other less expensive alternatives in the marketplace, has nothing to do with whether the
coverage was a factor in our client’s loan approvals. The Board has wandered far a field of the
intent, and specific language, of TILA. Whether a borrower purchases our optional Group
Mortgage Life Insurance protection cannot and does not factor into our credit decision. As such,
lenders should be able to exclude the cost of the product from the APR, without being required to
provide additional disclosures that have no statutory basis for their existence.

The Board violates the explicit language of TILA. We further conclude that certain aspects of
the proposed rule are in direct opposition to the language of the Truth-in-Lending Act. Congress
has mandated in TILA that a lender may exclude from the APR premiums and fees for optional
credit insurance coverage if the cost is disclosed, the consumer affirmatively elects coverage, and
if “coverage of the debtor by the insurance is not a factor in the approval by the creditor of the
extension of credit”. The proposed rule, however, would require the exact opposite; namely, that
premiums and fees be included in the APR on mortgage loans even in instances where the lender
has fulfilled the statutory requirements for exclusion.

We can fully appreciate and understand that the Board must prescribe regulations to “carry out
the purpose” of the Act. But we question how the regulations could carry out the purpose of the
Act when the Act itself specifically allows exclusion of credit insurance from the cost of credit.
The Board’s proposed rule that the cost of credit protection be included in a mortgage loan’s
APR directly contradicts the plain language of TILA.
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Including voluntary fees and premiums in the APR will hurt the ability of our borrowers to
comparison shop. Including the cost of group mortgage life insurance protection (as well as the
other additional fees that the Board is proposing) in the APR for closed-end mortgage loans will
hurt our borrowers. It will skew the APR and will, by definition, force our borrowers to compare
apples to oranges when comparing loans between lenders. The borrower will have no way of
knowing which products and/or fees are in one lender’s APR, and which are in another’s. The
Board’s own research has continually shown that consumers do not understand the effective
APR. The Board should eliminate all fees from the APR, similar to what it has done for credit
card statement requirements. It should not adopt the all-inclusive APR.

Faulty consumer testing of the disclosures. Finally, the Board has based the new disclosures
on consumer testing. However, versions similar to the proposed disclosures were tested only by
ten consumers in the first round of 2010 testing, and eight consumers in the second round of
testing. This hardly seems like a representative sample large enough to form any valid
conclusions, especially considering that these disclosures will be provided to tens of millions of
consumers each year.

CONCLUSION

We believe the additional disclosures will harm us, and our borrowers. They are misleading and
do not further the purpose of TILA. These disclosures will scare borrowers away from buying a
product that could have great benefit to them, and may hurt the safety & soundness of our
institutions.

We also believe that including the group mortgage life insurance premiums and fees in the APR
will harm our borrowers. Many borrowers already do not understand the effective APR, and
forcing us to include fees in the APR will cause the borrowers to be comparing apples to oranges
when shopping for a mortgage loan. This defeats the purpose of TILA.

We ask the Board to withdraw the credit protection proposal or, alternatively, to reconsider more
balanced, objective disclosures.

Respectfully submitted by the Officers, Trustees and Member Institutions of the New England
Insurance Trust as follows:

Officers of the New England Insurance Trust:

Jeffery B. Savage, Chairman and President/CEOQ of Franklin Savings Bank, Franklin NH

K. Michael Robbins, Vice Chairman and President/CEO of Spencer Savings Bank, Spencer MA
Christopher D'Elia, Treasurer and President of Vermont Bankers Association, Montpelier VT
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Gerald H. Little, Secretary and President of New Hampshire Bankers Association, Concord, NH

Trustees of the New England Insurance Trust:

Paul Smith, Executive Vice President of TD Bank, Lewiston ME

Marcel Blais, Senior Vice President of Northeast Bank, Lewiston ME

June Parent, Senior Vice President of Camden National Bank, Camden ME
Richard Elder, Senior Vice President of The First, NA, Damariscotta ME
Daniel Forte, President of Massachusetts Bankers Association, Boston MA
John S. Hamilton, President/CEO of Charles River Bank, Medway MA

James Graham, President/CEO of Woodsville Guaranty Savings Bank, Woodsville NH

Gary W. Gray, President/CEO of Connecticut River Bank, NA, Charlestown NH

Raymond O’Connor, Executive Vice President of Peoples United Bank, Brattleboro VT

Stephen Marsh, President of Community National Bank, Derby VT
Peter F. Crosby, President/CEO of Passumpsic Savings Bank, St. Johnsbury VT

Supporting Members of the New England Insurance Trust:

Michael Pallandino
Philip DeFronzo
Brian Hull

Michael J. Muzio
Laurel Caliendo
Mark Griffin
Adam Corcoran
Wayne Grimes
Robert Howard
James Sherbo
Joseph Vinard
Eleanor Fox
Denise Hawk
Robert Gustafson
James Whittaker
Michael A Raftery
Tim Bombard
Richard Holdbrook
Fielding Moore
Matthew Schondek
C. Terri Machado
Peter Frasier
David Miner
Christine Eugin
Marilyn Sperling

President/CEO

President

Executive Vice President
President/CEO

President
President/CEQ/Treasurer
President/CEO
President/CEO

Senior Vice President
First Vice President
President/CEO
President/CEO

First Vice President
President/CEO
President/CEO

Vice President

Senior Vice President
Chairman/CEO
President/CEO

CEO

Vice President

President

Executive Vice President
Vice President

Vice President

First New England Federal Credit Union
Norcom Mortgage

Savings Institute Bank & Trust

Stafford Savings Bank

Village Mortgage Company

Windsor Federal Savings & Loan Association
Aldenville Credit Union

Athol-Clinton Cooperative Bank

Bank Of Fall River, A Cooperative Bank
Berkshire Bank

Chelsea-Provident Co-Operative
Colonial Cooperative Bank

Country Bank For Savings

Crescent Credit Union

Eagle Bank

East Boston Savings Bank

East Cambridge Savings Bank

Eastern Bank

Edgartown National Bank

Fall River Municipal Employees Credit Union
First Citizens Federal Credit Union

First Eastern Mortgage Corp.

Graystone Solutions, Inc.

Greenfield Cooperative Bank

Greylock Federal Credit Union
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Robert J Michel
Marcia Dmitruk
Thomas R Faulkner
Michael Murphy
Judy Kaddy
Gordon Edmonds
Kenneth Dyer
John Korona
Richard Bennett
Philip O'Connor
Thomas Kenny
Charles P Monaghan
Tom Andrew
Robert Cashman
Cynthia A Casey
Roland Desrochers
Dennis Brightman
Steven Quink
David LaFlamme
Douglas Bowen
Jim Kelly

Thomas C White
Kevin Inkley
Edward McDonald
Paul Jalbert
Jeffrey Davenport
Lora Baldracchi
Laura Berg
Orlando Martinez
Peter Curtin

Elaine Buckley
Richard B Collins
Michael N Lussier
Mark Baran

Roger Sirois
Robert Montgomery-Rice
Joseph M Murphy
William R Weir, Jr.
Earle Harvey

John Reed

Scott Conant
David Baird

Jon J Prescott
Deserce Gilman

Senior Vice President
Senior Vice President
Chairman/CEO
President/CEOQ/CFO
Senior Vice President
President/CEO

CEO
President/CEO/CFO
President/CEO

CEO

President/CEO
President/CEQO

Vice President
President/CEO
President/CEO
President
President/CEO

Vice President
President/CEO
President/CEO
President/CEO
President/CEO
Senior Vice President
President
President/CEO
President/CEO

Vice President

Vice President

COO0

Vice President

Vice President
President

President

Senior Vice President
President

Executive Vice President
President
President/CEO
President

President
President/CEO
President/CEO
President

President

Hampden Savings Bank

Harbor One Credit Union

Haverhill Bank

Holyoke Credit Union

I-C Federal Credit Union

Leominster Credit Union

Liberty Bay Credit Union

Mansfield Cooperative Bank
Marlborough Savings Bank

Mass Bay Credit Union

Members Plus Credit Union
Mercantile Bank & Trust Company
Merrimack Valley Credit Union
Metro Credit Union

Milford Federal Savings & Loan Association
Monson Savings Bank

New Bedford Credit Union

North Brookfield Savings Bank
North Shore Bank, A Cooperative Bank
Peoplesbank

Polish National Credit Union
Rockland Federal Credit Union
Rockland Trust Company

Salem Five Cents Savings Bank
Savers Cooperative Bank
Southbridge Credit Union
Southbridge Savings Bank

Stoncham Savings Bank

Stoughton Cooperative Bank

The Community Bank

The Cooperative Bank

United Bank

Webster First Federal Credit Union
Westfield Bank

Atlantic Regional Federal Credit Union
Bangor Savings Bank

Bar Harbor Bank & Trust Company
Bar Harbor Savings & Loan Association
Border Trust Company

CUSO Mortgage Corporation
Damariscotta Bank & Trust Company
Insurance Trust

Katahdin Trust Company

KSW Credit Union
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James D Delamater
Luke Labbe
Katrina Howe
Joseph Gervais
Jeff Seguin
Sherwood Moody
Mike Long

James J O'Neill, Jr.
James E Tibbetts
James Dunphy
Thomas E Garfield
Steven Theroux
Kathryn G Underwood
Stephen F Christy
Sam Laverack

Paul Rizzi

Kraig Burnham
William M Pierce. Jr.
Gerald Little

John Young
William J. Woodward
Jay Gibson

Ken Wilman, Jr.
Ann Lally

Greg Tewksbury
Mark Pitkin
Stephen Bentley
Sally Parella Battison
Maureen Jendzejec
Leslie McKnight
Daniel Yates
Gerald Cross
Ronald L Hance
Richard Kittredge
Michael Tuttle

G Kenneth Perine
John Dwyer
Edward Sensor
Paul Denton
Thomas N Pelletier
Cheryl Fatnassi
Maureen J. Toof
Steven Dimick
Steven Duclos

President

President

Senior Vice President
Executive Vice President
Managing Officer/CEO
President/CEO
President
President/CEO
President/CEO
President/CEO
Executive Vice President
COO/President
President/CEO
President/CEO
President/CEO
President

Chairman
President/CEO
President

President
President/CEO
President

President

President
President/CEO
President

CEO

Vice President
Senior Vice President
Assistant Director
President/CFO
President
President/CEO
President
President/CEO
President
President/CEO
President/CEO
President
President/CEQO
President/CEO
Senior Vice President
President

Vice President

Northeast Bank

Peopleschoice Credit Union

Savings Bank of Maine

University Credit Union

Winthrop Area Federal Credit Union
Claremont Savings Bank
Community Guaranty Savings Bank
Federal Savings Bank

First Colebrook Bank

Hampshire First Bank

Laconia Savings Bank

Lake Sunapee Bank

Ledyard National Bank

Mascoma Savings Bank

Meredith Village Savings Bank
Merrimack County Savings Bank
Merrimack Mortgage Corporation
Monadnock Community Bank

New Hampshire Bankers Association
New Hampshire Federal Credit Union
Northway Bank

Piscataqua Savings Bank

Profile Bank

Salem Cooperative Bank

Savings Bank Of Walpole

Sugar River Bank

Upper Valley Community Credit Union
BankNewport

Coventry Credit Union

Rhode Island Housing & Finance
Brattleboro Savings & Loan Assn
Bryant Credit Union

Heritage Family Credit Union
Kittredge Mortgage Corporation
Merchants Bank

National Bank Of Middlebury

New England Federal Credit Union
Northeast Home Loan

Northern Community Investment Corp.
Northfield Savings Bank
Opportunities Credit Union

Peoples Trust Company Of St Albans
Randolph National Bank

River Valley Credit Union
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Kenneth D Gibbons President/CEO Union Bank
Stephen Post CEO Vermont State Employees Credit Union
Frank Tilghman Executive Vice President Wells River Savings Bank

CC:

NEW ENGLAND INSURANCE TRUST

(NEIT)

Senator Chris Dodd (D- CT)

Senator Joe Lieberman (I- CT)
Representative John Larson (D - CT)
Representative Joe Courtney (D - CT)
Representative Rosa L. DelLauro (D - CT)
Representative Jim Himes (D - CT)
Representative Chris Murphy (D - CT)
Senator-Elect Richard Blumenthal (D - CT)
Senator Jack Reed (D- RI)

Senator Sheldon Whitehouse (D- RI)
Representative Patrick J. Kennedy (D - RI)
Representative Jim Langevin (D - RI)
Senator John Kerry (D- MA)

Senator Scott Brown (R- MA)
Representative John W. Olver (D - MA)
Representative Richard E. Neal (D — MA)
Representative Jim McGovern (D - MA)
Representative Barmey Frank (D - MA)
Representative Niki Tsongas (D - MA)
Representative John Tierney (D - MA)
Representative Ed Markey (D - MA)
Representative Michael E. Capuano (D - MA)
Representative Stephen F. Lynch (D - MA)
Representative Bill Delahunt (D - MA)
Senator Patrick Leahy (D- VT)

Senator Bernie Sanders (I- VT)
Representative Peter Welch (D - Vermont At Large)
Senator Judd Gregg (R- NH)

Senator Jeanne Shaheen (D- NH)
Representative Carol Shea-Porter (D - NH)
Representative Paul Hodes, Il (D - NH)
Senator-Elect Kelly Ayotte (R — NH)
Representative-Elect Charles Bass (R - NH)

Representative-Elect Frank Guinta (R — NH)
Senator Olympia J. Snowe (R — ME)
Senator Susan Collins (R — ME)
Representative Chellie Pingree (D — ME)
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Representative Mike Michaud (D — ME)
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